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Report of Independent Registered Public Accounting Firm
Audit Tw Advisory

Grat Thornton LIP

One CaIforrdaSlree Suite 2300

Sai FrarEisco CA 94111-5424

To the Board of Directors and Stockholder of T415.983900

415.986.3916

Cypress Capital Corporation ww.Grrn1Thontn.ccn

We have audited the accompanying statement of financial condition of Cypress Capital

Corporation the Company as of December 31 2011 and the related statements of

operations changes in stockholders equity and cash flows for the year then ended that you are

filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934 These financial

statements are the responsibility of the Companys management Our responsibility is to

express an opinion on these financial statements based on our audit The financial statements

of Cypress Capital Corporation as of and for the year ended December 31 2010 were audited

by other auditors Those auditors expressed an unqualified opinion on those financial

statements in their report dated February 2011

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America established by the American Institute of Certified Public Accountants Those

standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstatement An audit includes

consideration of internal control over financial reporting as basis for designing audit

procedures that are appropriate in the circumstances but not for the purpose of expressing an

opinion on the effectiveness of the Companys internal control over financial reporting

Accordingly we express no such opinion An audit also includes examining on test basis

evidence supporting the amounts and disclosures in the financial statements assessing the

accounting principles used and significant estimates made by management as well as evaluating

the overall financial statement presentation We believe that our audit provides reasonable

basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects

the financial position of Cypress Capital Corporation as of December 31 2011 and the results

of its operations and its cash flows for the year then ended in conformity with accounting

principles generally accepted
in the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial

statements taken as whole The supplementary information contained in the accompanying

Schedule of Computation of Net Capital Pursuant to Uniform Net Capital Rule 15c3-1 of the

Securities and Exchange Commission and Schedule of Computation for Determination of

Reserve Requirements Under Rule 15c3-3 of the Securities and Exchange Commission required

by Rule 17a-5 under the Securities Exchange Act of 1934 is presented for purposes of

additional analysis and is not required part of the basic financial statements Such

supplementary information is the responsibility of management and was derived from and

relates directly to the underlying accounting and other records used to prepare
the financial

Onint Thornton LIP
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statements The information has been subjected to the auditing procedures applied in the audit

of the financial statements and certain additional procedures These additional procedures

included comparing and reconciling the information directly to the underlying accounting and

other records used to
prepare

the financial statements or to the financial statements themselves

and other additional procedures in accordance with auditing standards generally accepted in the

United States of America established by the American Institute of Certified Public

Accountants In our opinion the supplementary information is fairly stated in all material

respects in relation to the financial statements as whole

1kry

San Francisco California

February 23 2012

OrttThomton LiP
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Cypress Capital Corporation

wholly-owned subsidiary of Cypress Leasing Corporation

STATEMENTS OF FINANCIAL CONDITION

December 31

CURRENT ASSETS

Cash

Commission advances

Due from affiliate

TOTAL ASSETS

CURRENT LIABILITIES

Accounts payable

Accrued expenses

Payable to affiliate

Total current liabilities

STOCKHOLDERS EQUITY
Common stock no par value 10000

shares authorized 1000 shares issued

and outstanding

Paid-in capital

Accumulated deficit

Total stockholders equity

TOTAL LIABILITIES AND
STOCKHOLDERS EQUITY

2011

437378

437939

4120

879437

279

157065

41.100

15000

1609590

943597

680993

879437

The accompanying notes are an integral part of these financial statements

ASSETS

LIABILITIES AND STOCKHOLDERS EQUITY

2010

443642

309686

753328

3439

89734

93173

15000

1509590

864435

660155

753328

198.444



Cypress Capital Corporation

wholly-owned subsidiaty of Cypress Leasing Corporation

STATEMENTS OF OPERATIONS

Years Ended December 31

REVENUES
Commission income

Expense reimbursement revenue

Interest Income

Total revenues

OPERATING EXPENSES

Commissions to other broker-dealers

Commissions to employees

Other
operating expenses

Total
operating expenses

NET LOSS

2011

5417283

2989267

552

8407102

5417283

2837044

231937

8486264

79162

2010

4452957

2835598

2025

7290580

4452936

2746664

163386

7362986

72406

The accompanying notes are an integral part of these financial statements



Cypress Capital Corporation

wholly-owned subsidiary of Cypress Leasing Corporation

STATEMENTS OF CHANGES iN STOCKHOLDERS EQUITY

Years Ended December 31 2011 and 2010

Common Paid-in Accumulated

stock capital deficit Total

Balance at

December 31 2009 15000 1509590 792029 732561

Net loss 72406 72406

Balance at

December 31 2010 15000 1509590 864435 660155

Capital contribution 100000 100000

Net loss 79162 79162

Balance at

December 31 2011 15000 1609590 943597 680993

The accompanying notes are an integral part of these financial statements



Cypress Capital CorporatIon

wholly-owned subsidiary of Cypress Leasing Corporation

STATEMENTS OF CASH FLOWS

Years Ended December 31 2011 and 2010

Cash flows from operating activities

Net loss

Adjustments to reconcile net loss to net

cash provided used by operating activities

Increase decrease in commission advances

Increase in due from affiliate

Decrease in accounts payable

Increase decrease in accrued expenses

Increase in payable to affiliate

Total adjustments

Net cash used provided by

operating activities

Cash flows from financing activities

Proceeds from capital contribution

Net cash provided by

financing activities

NET DECREASE INCREASE IN CASH

CASH beginning of
year

CASH end of year

2011

79162

128253

4120

3160

67331

41100

27102

106264

100000

100000

6264

443642

437378

2010

72406

288986

965

152041

135980

63574

63574

380068

443642

The accompanying notes are an integral part of these financial statements



Cypress Capital Corporation

wholly-owned subsidiary of Cypress Leasing Corporation

NOTES TO FINANCIAL STATEMENTS

December 31 2011 and 2010

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization
and Business Activity

Cypress Capital Corporation The Company was incorporated under the laws of the State of California on

November 27 1996 It became member of the Financial Industry Regulatory Authority formerly known as

National Association of Securities Dealers Inc and concurrently registered with the Securities and Exchange

Commission on April 15 1997 The Company is fully-disclosed broker-dealer engaged exclusively in the

business of the wholesale offering and selling of debt and
equity

investment interests in equipment leasing

programs sponsored by its parent Cypress Leasing Corporation The Parent and its affiliates The

Company is wholly-owned subsidiary of Cypress Leasing Corporation

As wholly-owned subsidiary The Company is subject to the control of The Parent and its subsidiaries It is

also subject to related
party

transactions such as loans dividends and
expense

allocations The Company has

entered into an operating expense funding agreement with The Parent wholly-owned subsidiary of The

Parent Cypress Equipment Management Corporation II and affiliates of The Parent Cypress Equipment

Management Corporation III Cypress Equipment Management Corporation Cypress Management

Corporation Cypress Equipment Management Corporation VI and Cypress Equipment Management

Corporation VII whereby The Parent its wholly owned subsidiary and its affiliates at their discretion may

directly pay certain commissions and other expenses on behalf of The Company The payment of such

expenses by The Parent its wholly owned subsidiary and its affiliates results in the recognition of
expense

reimbursement revenue by The Company In addition The Parent and its affiliates bear overhead expenses

of The Company by providing certain overhead items such as office space equipment use utilities and

administrative service without charge to The Company

The Company is dependent upon The Parent and its affiliates to sponsor equipment leasing programs and

similar investment vehicles which The Company can market through its established network of third-party

broker-dealers As of December 31 2011 The Company has an accumulated deficit of $943597 The Parent

has the intent and ability to continue to provide additional capital contribution to support The Companys

operations

Method of Accounting

The Company has prepared the accompanying financial statements on the basis of accounting principles

generally accepted in the United States

The Company considers all demand deposit accounts as cash The carrying amount of cash reported on the

balance sheets approximates its fair value

Commission Advances

The Company pays commissions to third parties upon the sale of investment interests in equipment leasing

programs The Company records these payments as commission advances until such time as the investor is

admitted as member in the leasing program and The Company receives its commission income



Cypress Capital Corporation

wholly-owned subsidiary of Cypress Leasing Corporation

NOTES TO FINANCIAL STATEMENTS continued

December 31 2011 and 2010

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Commission Income and Expense Reimbursement Revenue

The Company earns commissions on the sale of equity and note investments in
leasing programs sponsored

by affiliates of The Parent Commission income and expense reimbursement revenue are recognized when

the related investor is admitted to the program and is deemed to have an ownership interest

Income Taxes

The Company is qualified Corporation subsidiary of The Parent and does not file
separate

income tax

returns Effective January 2009 The Parent is qualified Corporation subsidiary of Cypress Financial

Holdings Corporation CFHC As result of CFHCs election to be treated as an Corporation and the

election by CFHC to have its subsidiaries including The Parent and The Company become qualified

Corporation subsidiaries CFHC and its qualified Corporation subsidiaries are only subject to California

Franchise tax at rate of 1.5% Federal and State individual income taxes are paid by the stockholders of

CFHC based on the taxable income reported by CFHC and its qualified Corporation subsidiaries State

Franchise tax is allocated to The Company based upon The Companys taxable income for the period as

compared with the taxable income of CFHC and its qualified Corporation subsidiaries

Effective
January 2010 The Company implemented the new accounting requirements associated with

uncertainty in income taxes using the provisions of FASB Accounting Standards Codification Topic 740

Income Taxes These provisions clarify the accounting for uncertainty in income taxes recognized in an

entitys financial statements Under the standard the tax benefit from an uncertain tax position is to be

recognized when it is more likely than not based on the technical merits of the position that the position will

be sustained on examination by the tax authorities including resolution of any related appeals or litigation

processes Additionally the amount of the tax benefit to be recognized is the largest amount of tax benefit

that has greater than fifty percent cximulative likelihood of being realized upon effective settlement with the

taxing authorities The standard also provides guidance for derecognition measurement classification

interest and penalties accounting in interim periods disclosure and transition The adoption of the

provisions did not have any impact on the statement of financial conditions

As of December 31 2010 and December 31 2011 The Company had no material uncertain tax positions or

unrecognized tax benefits that require either recognition or disclosure in the fmancial statements The

Company had no interest and penalties related to income taxes

With few exceptions CFHC The Parent and The Company are no longer subject to Federal or State tax

examinations by taxing authorities for
years before 2007 and 2006 respectively

Any income tax liability is reflected on the statement of financial condition as payable to The Parent Under

the terms of the agreement with The Parent no receivable is reported for income tax benefits The Company
does not have any significant taxable temporary difference or basis differences that would require the

recognition of deferred income taxes

10



Cypress Capital Corporation

wholly-owned subsidiary of Cypress Leasing Corporation

NOTES TO FINANCIAL STATEMENTS continued

December 31 2011 and 2010

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Employee Retirement Plan

The Company provides retirement plan for its employees in accordance with Internal Revenue Code

Section 408 Simplified Employee Pension Individual Retirement Plan SEP IRA The retirement plan is

sponsored by an affiliate Cypress
Financial Corporation The plan covers all employees who have attained

the
age

of twenty-one worked three out of the last five
years

and received certain minimum levels of

compensation Contributions to the plan by The Company are at the discretion of the Board of Directors

For each of the years ended December 31 2011 and 2010 the contributions are limited by The Company to

0% of each employees allowable compensation resulting in maximum contributions to each eligible

employee of $24500 For the years ended December 31 2011 and 2010 contributions to the plan were

$152945 and $89734 respectively

Estimates

Management uses estimates and assumptions in preparing these financial statements in accordance with

generally accepted accounting principles Those estimates and assumptions affect the reported amounts of

assets and liabilities the disclosure of contingent assets and liabilities and the reported revenues and

expenses Actual results could vary from the estimates that were used

Subsequent Events

Management has evaluated subsequent events through February 23 2012 the date on which the financial

statements were available to be issued With the exception of the matter discussed in Note there were no

material subsequent events that require recognition or additional disclosure in the financial statements

NOTE 2-NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule Rule 5c3-

which requires the maintenance of minimum net capital that should be the greater of $5000 or the ratio of

aggregate indebtedness to net capital both as defined shall not exceed 15 to As of December 31 2011

The Companys net capital as defined was $237811 which was $224507 in excess of its required amount of

$13304 The Companys ratio of
aggregate indebtedness as defined to net capital was 0.839 to

NOTE 3- CONCENTRATIONS

Concentration of Revenues

During the
years

ended December 31 2011 and 2010 The Company received substantially all of its

commission income and
expense

reimbursement revenue from equipment leasing programs sponsored by
The Parent and its affiliates Cypress Equipment Management Corporation III Cypress Equipment

Management Corporation IV and
Cypress Equipment Management Corporation

II



Cypress Capital Corporation

wholly-owned subsidiary of Cypress Leasing Corporation

NOTES TO FINANCIAL STATEMENTS continued

December 31 2011 and 2010

NOTE 3- CONCENTRATIONS continued

Concentration of Credit Risk

At December 31 2011 cash accounts had bank balances of $511573 of which $11121 were in excess of the

Federal
Depository Insurance Corporation coverage The difference between the carrying amount of the

cash accounts and the bank balances was primarily due to outstanding checks

NOTE 4- RELATED PARTY TRANSACTIONS

At December 31 2011 due from affiliate includes short-term receivable of $4120 from Cypress Equipment

Management Corporation an affiliate of The Parent

At December 31 2011 The Company owes $41100 to Cypress Leasing Fund LLC an equipment leasing

program sponsored by an affiliate of The Parent Cypress Equipment Management Corporation The

amount represents an overpayment of commission reimbursement and is fully repaid as of February 23 2012

The Company receives commission income and expense reimbursement revenue from various related

entities The related entities consist of equipment leasing programs sponsored by The Parent and its affiliates

wholly-owned subsidiary of The Parent and affiliates of The Parent Cypress Equipment Management III

Cypress Equipment Management IV and Cypress Equipment Management Corporation

The Company received the following income from related parties during the years ended December 31

COMMISSION INCOME
Cypress Equipment Fund VIII LLC

Cypress Equipment Fund XI LLC

Cypress Equipment Fund XII LLC

Cypress Equipment Fund 16 LLC

Cypress Equipment Fund 17 LLC

Cypress Equipment Fund 18 LLC

Cypress Income Fund LLC

Cypress Income Fund 10 LLC

Cypress Income Fund 11 LLC

Cypress Leasing Fund LLC

EXPENSE REIMBURSEMENT REVENUE
Cypress Equipment Management Corporation Ill

Cypress Equipment Management Corporation IV

Cypress Equipment Management Corporation

2011

269

269

548055

2262560

1348670

1257460

5417283

152945

2836322

2989267

2010

802

269

269

557430

2180674

233063

1480450

4452957

76567

1667185

1091846

2835598

12
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Cypress Capital Corporation

wholly-owned subsidiary of Cypress Leasing Corporation

SCHEDULE OF COMPUTATION OF NET CAPITAL PURSUANT TO UNIFORM
NET CAPITAL RULE 15c3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

December 31 2011

NET CAPITAL

Total stockholders equity 680993

Total stockholders equity qualified for net capital 680993

Deductions and/or charges

Non-allowable assets

Commission advances 437939

Due from affiliate 4120

Other charges 1123

Total deductions and/or charges 443182

Net capital before haircuts on securities positions 237811

Haircuts on securities positions

Net capital 237811

AGGREGATE INDEBTEDNESS

Items included in the statement of financial condition

Accounts payable 279

Accrued expenses 157065

Payable to affiliate 41100

Other charges 1123

Total aggregate indebtedness 199567

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required based on aggregate indebtedness 13304

Minimum net capital requirement of reporting broker or dealer 5000

Net capital requirement greater of above 13304

Excess net capital over requirement 224507

Ratio aggregate indebtedness to net capital 0.839

14



Cypress Capital Corporation

wholly-owned subsidiaiy of Cypress Leasing Corporation

SCHEDULE OF COMPUTATION OF NET CAPITAL PURSUANT TO UNIFORM
NET CAPITAL RULE 15c3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

continued

December 31 2011

RECONCILIATION WITH COMPANYS COMPUTATION

There are no material differences between the preceding computation and The Company corresponding

unaudited part II of Form X-17A-5 as of December 31 2011 accordingly reconciliation with The

Companys computation has not been included

15



Cypress Capital Corporation

wholly-owned subsidiary of Cypress Leasing Corporation

SCHEDULE OF COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15c3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

December 31 2011

The Company is exempt under provision of Rule 5c3-3 due to the fact that The Company does not carry

securities accounts for customers or perform custodial functions relating to customer securities The

Company was in compliance with the conditions of the exemption

16


